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North Shore Gas Company   : 10-0565 
The Peoples Gas Light and Coke Company  : 10-0566 
       : (Cons.) 
Petitions Pursuant to Rider EEP of  :  
Schedule of Rates for Gas Service to  :  
Initiate a Proceeding to Determine the  : 
Accuracy of the Rider EEP    : 
Reconciliation Statement    : 
 
 

PROPOSED FORM OF ORDER 
 
By the Commission: 
 
I. PROCEDURAL HISTORY 

On September 30, 2010, North Shore Gas Company (“North Shore” or “NS”) and 
The Peoples Gas Light and Coke Company (“Peoples Gas” or “PGL”) (together, the 
“Utilities”) each filed a Petition to initiate an annual reconciliation proceeding to 
determine the accuracy of the statement that each utility submitted pursuant to Rider 
EEP, Enhanced Efficiency Program, of its Schedule of Rates for Gas Service (“Rider 
EEP”).  With their Petitions, North Shore and Peoples Gas each also filed direct 
testimony and exhibits. 

The Commission docketed the North Shore filing as Docket No. 10-0565 and the 
Peoples Gas filing as Docket No. 10-0566.  Pursuant to notice, a status hearing was 
held on October 26, 2010.  At the status hearing, the Administrative Law Judge granted 
the Illinois Commerce Commission Staff’s (“Staff”) unopposed, oral motion to 
consolidate the dockets.  The following filed for leave to intervene and the 
Administrative Law Judge granted the requests:  Citizens Utility Board; Office of the 
Illinois Attorney General (“AG”); Environmental Law & Policy Center (“ELPC”). 

An evidentiary hearing was held on April 5, 2012.  Admitted into the record, by 
affidavit, were the direct testimony and exhibits of the Utilities’ witnesses Edward M. 
Korenchan (North Shore Exs. 1.0 and 1.1; Peoples Gas Exs. 1.0 and 1.1); Patrick E. 
Michalkiewicz (NS-PGL Exs. 2.0, 2.1, and 2.2); and Annette Beitel (NS-PGL Exs. 3.0, 
3.1, and 3.2); the rebuttal testimony and exhibit of Mr. Korenchan (NS-PGL Ex. 4.0); 
and John Plunkett (NS-PGL Exs. 5.0 and 5.1); the surrebuttal testimony of Mr. 
Korenchan (NS-PGL Ex. 6.0); and the affidavits of Mr. Korenchan (NS-PGL Ex. 7.0), 
Mr. Michalkiewicz (NS-PGL Ex. 8.0); Ms. Beitel (NS-PGL Ex. 9.0); and Mr. Plunkett 
(NS-PGL Ex. 10.0).  Admitted into the record, by affidavit, were the direct testimony, 
schedules and attachment of the Staff’s witnesses Dianna Hathhorn (ICC Staff Ex. 1.0, 
with Schedules 1.1P – 1.4P and 1.1N- 1.4N); and David A. Brightwell (ICC Staff Ex. 2.0, 
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with Attachment 1); rebuttal testimony and schedules of Ms. Hathhorn (ICC Staff Ex. 
3.0, with Schedules 3.1P – 3.4P and 3.1N – 3.4N); and Dr. Brightwell (ICC Staff Ex. 
4.0); and the affidavits of Ms. Hathhorn (ICC Staff Ex. 3.1) and Dr. Brightwell (ICC Staff 
Ex. 4.1).    

On April 5, 2012, the record was marked “Heard and Taken.”  
On May 2, 2012, the Utilities filed a form of draft proposed order.   
The Commission considers the whole of the record and the arguments 

presented. 
II. ISSUES 

A. The Utilities’ Position  
North Shore’s and Peoples Gas’ Schedule of Rates for Gas Service each include 

Rider EEP, Enhanced Efficiency Program.  The Commission approved Rider EEP in its 
Order, In re North Shore Gas Co., et al., Docket Nos. 07-0241/07-0242 (Cons.) adopted 
on February 5, 2008.     
 Utilities witness Mr. Korenchan explained that Rider EEP became effective 
February 14, 2008.  Each year, North Shore and Peoples Gas file charges (called the 
“Effective Component”) with the Commission.  The Effective Component is a monthly 
per-customer charge based on the Annual Program Budget approved by the 
Commission in the Company’s most recent rate proceeding.  Rider EEP is applicable to 
Service Classification (“S.C.”) Nos. 1 and 2, and there is a separate Effective 
Component for each service classification.  He stated that the reconciliation period is 
the July 1, 2009, through June 30, 2010 Program Period (Program Year 2). 
 Mr. Korenchan stated that the period included some out of the ordinary items.  
The Utilities revised Rider EEP to eliminate the cap on amounts carried over from the 
second to the third Program Period (July 1, 2010, through June 30, 2011).  For North 
Shore’s S.C. No. 1, the rider allows the Annual Program Budget for the third Program 
Period to be used within the second Program Period.  Finally, the Utilities revised Rider 
EEP to include a June 30, 2011 program termination date, except for the Reconciliation 
Adjustment and required reporting and audits. 
 Mr. Korenchan testified that, for North Shore’s S.C. No. 1 customers $853,909 is 
recoverable from customers over the 9-month period beginning October 1, 2010.  The 
resulting RA component is 65 cents per customer.  For North Shore’s S.C. No. 2 
customers, $3,156 is recoverable from customers over the 9-month period beginning 
October 1, 2010.  The resulting RA component is 3 cents per customer. 

For Peoples Gas, Mr. Korenchan testified that for the S.C. No. 1 customers 
$102,925 is recoverable from customers over the 9-month period beginning October 1, 
2010.  The resulting RA component is 2 cents per customer.  For Peoples Gas’ S.C. No. 
2 customers, $20,911 is recoverable from customers over the 9-month period beginning 
October 1, 2010.  The resulting RA component is 3 cents per customer. 

Utilities witnesses Mr. Michalkiewicz and Ms. Beitel each sponsored the Utilities’ 
Rider EEP Statements of Activity for the July 1, 2009, through June 30, 2010 program 
period.  They explained that the Statements include the following information:  
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Descriptions of Programs Implemented; Performance Modeling and Cost Effectiveness 
Calculator; Contract Administration; Expenses and Measures; and Performance 
Metrics. 

Mr. Michalkiewicz also described the Governance Board, which consists of five 
voting members.  He stated that the members included representation from: ELPC; the 
Citizens Utility Board; the City of Chicago; the AG; and the Utilities.  He testified that the 
Commission Staff is a non-voting participant.  He further testified that the Governance 
Board is responsible for the following activities: establishing general program goals and 
performance criteria; overseeing the creation and issuance of requests for proposals; 
selection of the third-party Contract Administrator (providing technical support to the 
Governance Board); selection of Program Administrators (responsible for detailed 
program design and implementation as well as associated reports and information); 
selection of a Program Evaluator; providing direction to the Fiscal Agent; and  
establishing general program goals and performance criteria.  

B. Staff’s Position 
Staff witness Ms. Hathhorn sponsored four schedules.  The first schedule 

showed Staff’s summary of costs, as adjusted by Staff, recoveries, and carry over 
budget by service classification.  Ms. Hathhorn stated that the methodology is the same 
as the Utilities’, except for Staff adjustments and recommended Factor O.  The second 
schedule summarizes the results of Staff’s proposed adjustments.  The third schedule 
shows Rider EEP expenses to reflect actual costs rather than accruals.  Ms. Hathhorn 
stated that, while accruals are appropriate for the Utilities to monitor Rider EEP costs in 
their general ledgers for book reporting purposes, the Riders should reflect actual costs 
to ratepayers rather than estimated amounts.  The fourth schedule shows adjustments 
to disallow amounts that the Utilities determined were inappropriately paid.  Ms. 
Hathhorn stated that the Utilities did not oppose these adjustments. 

Staff witness Dr. Brightwell proposed disallowances of $262,416 and $5,053 for 
Peoples Gas S.C. No. 1 and S.C. No. 2, respectively and $58,846 and $831 for North 
Shore S.C. No. 1 and S.C. No. 2, respectively.  These disallowances represent 55.4% 
(recovery of 44.6%) of the Utilities’ expenditures on wall insulation.  Dr. Brightwell cited 
the Commission’s order in Program Year 1’s Rider EEP reconciliation (Docket Nos. 09-
0436/0437 (cons.)).  He stated that the Program manager used the same flawed cost-
effectiveness analysis in Program Year 2.  Additionally, he testified that he believed the 
assumptions made to update the cost-effectiveness analysis were flawed and 
overstated the Total Resource Cost (“TRC”) value for wall insulation.  Dr. Brightwell 
detailed the flaws he found in the TRC analysis and calculated an alternative based on 
different assumptions that he explained were more realistic.  From his analysis, he 
calculated the proposed cost disallowances. 

C. Utilities’ Response 
Utilities witness Mr. Plunkett stated that the basis of disallowance in Program 

Year 1 for a portion of the wall insulation cost does not apply in Program Year 2.  He 
also testified that a disallowance based on cost-effectiveness is not appropriate based 
on the Commission’s Order in Program Year 1.  Finally, Mr. Plunkett provided 
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corrections to both Dr. Brightwell’s and the program team’s modeling assumptions that 
result in wall insulation with a TRC test of 1.35.   

Mr. Plunkett explained that the Commission found fault with the fact that, for 
Program Year 1, the original forecast costs entered into the calculator were based on 
the assumption that customers would install their own insulation due to the declining 
economy.  However, for Program Year 2, the costs entered into the calculator were 
taken from actual program costs provided on customer invoices on rebate applications 
for Program Year 1, i.e., real-world installed costs from actual invoices that included 
materials and labor. 

Mr. Plunkett testified that there is no basis for disallowance, even if the TRC of 
the individual measure is below 1.0.  However, he stated that Dr. Brightwell’s testimony 
led the program design team to re-examine all assumptions in the original wall 
insulation modeling, as well as the energy savings calculations provided in response to 
certain Staff data requests.  This re-examination uncovered an error in the original 
analysis.  Mr. Pluckett provided corrected data, which yielded a TRC benefit-cost ratio 
of 1.35. 

Utilities witness Mr. Korenchan testified that the Utilities believe Ms. Hathhorn’s 
calculations in her schedules are mathematically correct, but they disagreed with Dr. 
Brightwell’s disallowances.  Mr. Korenchan further stated that the calculated Factor O 
dollars are insufficient to trigger monthly per-customer charges or refunds of one cent or 
more, with or without Dr. Brightwell’s proposed adjustment and regardless of the 
number of months in the amortization period.  Consequently, the actual refund or 
recovery may not be able to occur until a subsequent reconciliation period or through 
some other means.   

D. Staff Response 
Staff witness Dr. Brightwell withdrew his recommendations based on his review 

of the Utilities’ corrected data responses.  He concluded that, based on this corrected 
information, there does not appear to be evidence of economic harm to ratepayers 
resulting from the promotion of wall insulation.  

Staff witness Ms. Hathhorn sponsored revised schedules and recommended the 
Factor O adjustments to the Reconciliation Adjustments be collected or refunded 
through the final Factor O in the next and final Rider EEP reconciliation proceeding 
(Docket Nos. 11-0663/11-0664 (cons.)).  She concluded that for Peoples Gas S.C. No. 
1 and S.C. No. 2, Staff’s proposed Reconciliation Adjustments are collections of $289 
and $404, respectively.  For North Shore Staff’s proposed S.C. No. 1 and S.C. No. 2 
Reconciliation Adjustments are a collection of $82 and a refund of $36, respectively. 

E. Utilities Sur-Response 
Utilities witness Mr. Korenchan concurred with Ms. Hathhorn’s schedules and 

proposals. 
III. COMMISSION ANALYSIS AND CONCLUSION 
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IV. FINDINGS AND ORDERING PARAGRAPHS 
The Commission, having considered the entire record and being fully advised in 

the premises, is of the opinion and finds that: 
(1) North Shore Gas Company is an Illinois corporation engaged in the 

distribution of natural gas to the public in the State of Illinois and, as such, 
is a public utility within the meaning of the Public Utilities Act; 

(2) The Peoples Gas Light and Coke Company is an Illinois corporation 
engaged in the distribution of natural gas to the public in the State of 
Illinois and, as such, is a public utility within the meaning of the Public 
Utilities Act; 

(3) the Commission has jurisdiction over North Shore and Peoples Gas and of 
the subject matter of this proceeding; 

(4) the recitals of fact and the conclusions reached in the prefatory portion of 
this Order are supported by the record and are hereby adopted as findings 
of fact; 

(5) North Shore and Peoples Gas each filed a reconciliation of Rider EEP 
costs and revenues for the July 1, 2009, through June 30, 2010 Program 
Period and reconciliation adjustments that went into effect for the nine-
month period beginning October 1, 2010;  

(6) Staff proposed, and North Shore and Peoples Gas did not contest, Factor 
O-Ordered Adjustments:  for Peoples Gas S.C. No. 1 and S.C. No. 2, 
collections of $289 and $404, respectively and for North Shore Staff’s 
proposed S.C. No. 1 and S.C. No. 2, a collection of $82 and a refund of 
$36, respectively; 

(7)  Staff proposed, and North Shore and Peoples Gas did not contest, that 
the Factor O adjustments to the Reconciliation Adjustments be collected 
or refunded through the final Factor O in the next and final Rider EEP 
reconciliation proceeding (Docket Nos. 11-0663/11-0664 (cons.)); 

(8) Staff proposed, and North Shore and Peoples Gas did not contest,  
reconciliation adjustments presented by Staff’s witness in rebuttal 
testimony; 

(9) all motions, petitions, objections or other matters in this proceeding which 
remain undisposed of should be disposed of consistent with the 
conclusions herein. 

IT IS THEREFORE ORDERED that North Shore’s and Peoples Gas’ 
reconciliation statements and the Reconciliation Adjustments, as adjusted by Staff, are 
approved, as shown in Appendix A (North Shore) and B (Peoples Gas); 

IT IS FURTHER ORDERED that North Shore and Peoples Gas shall implement 
the following Factor O-Ordered Adjustments:  for North Shore Staff’s proposed S.C. No. 
1 and S.C. No. 2, a collection of $82 and a refund of $36, and for Peoples Gas S.C. No. 
1 and S.C. No. 2, collections of $289 and $404, respectively; 
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IT IS FURTHER ORDERED that Factor O adjustments to the Reconciliation 
Adjustments shall be collected or refunded through the final Factor O in the next and 
final Rider EEP reconciliation proceeding (Docket Nos. 11-0663/11-0664 (cons.)); 

IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law. 

By Order of the Commission this _____ day of _______, 201__. 
 
 
 
 
      (SIGNED) DOUGLAS P. SCOTT 
 
 
         CHAIRMAN 
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